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Preface

and Acknowledgments

ANY man has a right to stop after a chain of harrowing experi-
ences and to ask why things happened as they did. Our generation
has had its share of harrowing experiences and therefore the pe-
culiar chain of circumstances that kept me enmeshed for five and one
half years was not unusual.

It is not simply the rebirth of German nationalism and Nazism
that occasioned the writing of this book, nor even the return to
power of the industrialists who put the Nazis in. These events in
themselves are significant. But more so is the fact that, along with
them, action was aborted on other questions in Germany: questioas
of the treatment of organized labor, the improvement of agriculture,
the reform of public education, the public ownership or control of
industry, and others just as basic, As the postwar pattern unfolded,
this chain of events in Germany became more and more of a piece
with a larger pattern.

In this book I have tried to tell the story of an important problem
and some of the things that happened when we tried to deal with it.
Though many of the events occurred in Germany, before and dur-
ing the military occupation, they seemed in an increasing degree
to be echoes of something more fundamental that was happening
back in the United States. For whatever reason, the larger pattern is
a repetition of what followed after World War I; but the pace
has been quicker, as though greater powers were moving more
rapidly toward a more catastrophic resuli.

Some people assume that everything is somehow connected with
the cold war, and that any other course than the one we are pursu-
ing has been rendered impossible by disagreements with Russia.
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This is surely an oversimplification. Disagreements with Russia have
been a major issue for only twenty or thirty years, whereas the
pattern I have traced in this beok has been unfolding for a much
longer period.

If this work has any lasting value, acknowledgment is due to
the men and women who staffed the Economic Warfare Section of
the Department of Justice and the Decartelization Branch of Miii-
tary Government, and whose reports of their researches and in-
vestigations brought together the fabric of this story. Mention should
also be made of the many factual materials furnished to us in Ger-
many by the Foreign Funds Control Division of the Treasury De-
partment and the Finance Division of Military Government.

For her help in the preparation of this book 1 owe a debt of
gratitude to my wife, Caroline Collins Martin, who not only worked
with me during the last strenuous year in Berlin, but also case a
critical eye on the manuscript at every stage of its development. For
help of various kinds I owe thanks io Johnston Avery, Charles C.
Baldwin, Stringfellow Barr, Scott Buchanan, Norman Bursler,
Francis W. Laurent, Russell Nixon, Alexander Sacks, Peter Weiss,
and others too numerous to mention. Special thanks are due to
Virginia Marino, who returned from Germany to work tirelessly on
every phase of the book from first rough draft to finished page
proofs. Many of the highlights are the result of the thoughtful sug-
gestions of these people. The faults are my own.

For the necessary time away from other employment to do the
writing, I am indebted to the generosity of Leon and Sonia Mohill;
for time to prepare the manuscript for the press, to my present em-
ployers, the Foundation for World Government; and for research
facilities, to the Library of Congress.

Jamzs StEwart Martin
Annapolis, Maryland
June 6, 1950
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PART I

Private Worlds



CHAPTER 1

The Fraternity House

THE day I started to write this we discovered termites in the base-
ment. We were preparing to build a wing on our old house and
found a colony of them in the heavy timbers.

Termites are able organizers, and thoroughly attached to their
way of life. The area they occupy is small in relation to the house —
just the heavy underpinnings, They object vigorously to outside
interference from the people who live in the other parts of the
house. They object especially to structural changes, which they are
bound to consider unwarranted. They have two good reasons for
objecting to changes. In the first place exposure to light and air
kiils them. In the second place any movement of the underpinnings
ruins the whole structure of tunnels and channels which their
enterprise has built within the framework of the house.

We hated to disturb them. They looked busy and enterprising.
They seemed to want nothing more than a comfortable existence
in accordance with their way of life,

We cleared the termites out to save the house, but I think I know
how they looked at the whole matter. At the end of the Second
World War 1 spent two and a half years in Germany dealing with
some people who must think pretty much the same way.

My story goes back to 1938, when 1 was a lawyer recently turned
college professor. I was serving as general counsel and treasurer, as
well as teaching, at St. Jobn's College in Annapolis, the “Great
Books™ college. Between reading the famous list of one hundred
great books and untangling the college finances I found enly occa-
sional opportunities for the pastime of studying international affairs
and the movements of international business. Certainly I had no
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intention at the time of becoming actively involved with inter-
national monopolies or with the Germans who backed World
War IL

My introduction to the specific problem of the German cartels was
casual, almost accidental. On my infrequent days off I usually tock
a busman’s holiday and went to Washington to listen to arguments
in the Supreme Court or to visit [riends, most of whom were
government lawyers. Washington was a happy place in 1938. Ex-
cept for a lawyer’s usual concern to keep the details of pending
cases confidential, the exchange of fact and opinion berween citizen
and public servant was normal. The talk with my friends was
about law. I swapped stories about our troubles in carrying a half-
million dollars in debts without throwing the college into bank-
ruptey, for stories about their troubles in enforcing the Securities
Exchange Act and the antitrust laws.

Throughout this period there were occasional rumblings in the
press from Thurman Arnold, who was complaining about the
international affairs of some American corporations, These com-
panies were often mentioned in connection with the German dye-
stuffs and chemical trust formed about twelve years earlier, known
as the LG. Farbenindustrie. Other foreign companies too were
mentioned. Most of them would have been familiar to constant
readers of the financial pages, but they were not as well kaown
among the general public as their American counterparts would be.

Later on, during the war, the subject of private international
arrangements among business firms, especially when they took
the form of cartel agreements, got a considerable amount of public
attention. But in those earlier days it was different. Many people
could see no important principle at stake when the government
anpounced some new antitrust suit against a group of American
and foreign firms. On the surface these international cases appeared
to be no different from any other government lawsuit such as one
involving a monopoly of Wisconsin cheese or California hardwood.

At first the only remarkable feature of the operations encountered
in the international cases was their size and scope. Even judging
from the brief summaries in dispatches from Washington something
in the giant stature of the companies involved, some hint of the
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vast sweep of their arrangements, reminded one of an ancient Greek
epic. T began to piece together a story from a growing collection of
newspaper clippings. The cases Arnold and his men were talking
abour had to do with 2 series of arrangements dating back for a
decade or so, to 1926 and 1929, when international agreements
among some of the biggest American, British and German firms
had quietly divided up the world.

What I heard and read of these antitrust cases and the new sort
of international brotherhecod they implied —a business brotherhood
more solidly built than the “international finance” of past genera-
tions — began to bring other events closer to home. In mid-March
1939, when a group of some of the largest British and German
industrialists gathered at Disseldorf to map plans for the economic
collaboration between their two countries, the press barely reported
the meetings. I might have skipped the news items entirely had I
not been already familiar with the subject matter. It was impossible
to overlook the fact that the industrialisis who were meeting at
Diisseldorf were from the same groups of companies which ten
years earlier had arranged the three-way split of the world’s markets.

The growing conviction that these private international arrange-
ments were important was brought to a head by my encounter with
the German ex-chancellor, Heinrich Briining, early in 1940, during
the period of the “phony war.” St. John’s College invited Dr.
Brilning to give a lecture about the last days of the German Re-
public and how he had been deposed to make way for Hitler. His
lecture was largely a description, by hindsight, of his own blindness
during the time he was chancellor,

Dr. Britning’s story was one of being always a step behind the
events. By his own account he never knew what hit him undil after
he had been deposcd and was hiding out in the mountains of
Austria. While gangs of Nazis combed the countryside looking
for him, he spent his days reading and for the first time understand-
ing Thucydides’s classic history of the Peloponnesian War: a work
that gencrations of British diplomats have used for a teething ring,
and that Dr. Briining had carried with him from his early youth.
As he reread Thucydidess story of ancient power struggles, he
suddenly began to realize what forces had been combined against
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him in Germany: how under the pressure of administration he had
assented to decrees that weakened the “equal protection of the
laws,” and how large-scale economic forces had made inevitable
some developments he had tried to stem by “voluntary” agreements
among business interests,

Even in the retelling, however, it seemed to me that Dr. Briining
again showed some of his former blindness. The main point in
Thucydides’s history was the discovery of the large part that eco-
nomic forces play in bringing natons into conflict. Yet, even when
pressed by questions, Dr. Briining showed no particular concern
over the role of the large German industrial corporations. He related
the entire story of Franz von Papen’s intrigues, his posting of
gunmen to prevent Briining from secing the aging von Hinden-
burg, and the other events of the last days, without once alluding
to von Papen’s conferences with the bankers and the Rhineland
industrialists who agreed to back Hiter and who put wp the
funds. It was, throughout, a story of pelitics without economics:
a story of a man who had felt that no harm could come from
temporary dictatorship so long as the laws and the courts pro-
tected civil rights, who showed no feeling for the ways in which
great economic power and unlimited funds could get around an
inconvenient legalism,

In Dr. Briining’s view it was the refusal of groups like the Ger-
man winegrowers to improve their export markets that had cur-
tailed Germany’s export trade and intensified the depression. His
talk would be comparable to an American’s blaming an economic
depression in the United States on the activities of the Farm
Bureau Federation, with scarcely a word about our industrial firms,
or the level of industrial employment. This was quite puzzling, in
view of all that had happened in the preceding seven years. I knew
that before he was ousted, Dr. Briining’s political enemies had
called him the “L.G. Chancellor” — a suggestion that the gentlemen
of 1.G. Farbenindustrie had got pretty much what they wanted
under his administration. Yet the man himself was far from pre-
senting the appearance of a person likely to be influenced by or
to have much influence with “big business.” He looked a great deal
like Woodrow Wilson. He had risen to the chancellorship from
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the post of Minister of Education, not from the board of the
Deutsche Bank. Even his manner was Wilsonian: a combination of
professorial bewilderment and amazed indignation at the way the
world goes.

'This man who had been at the top in Germany when Hitler's
Nazi program was put across had seen too little at the time to plan
any countersirokes. Later, sitting in a mountain hideout and read-
ing an intelligent account of an ancient Greek war, he had felt
the stirrings of an awareness. Things unknown to him at the time,
things he had not even heard about, had been moving under his
feet. In the end they had dethroned him and plunged his country
and the world into a major catastrophe. Yet still later, in looking
back on the events, he seemed to be missing the point.

I thought at the time that 1 might be just seeing ghosts. It was
too easy to draw parallels between what had happened economically
in Germany and what could be happening in the United States.
Thurman Arnold seemed to be saying, sometimes patiently, but
more often with an emphasis reminiscent of Donald Duck, that
great forces were at work through the channels of what we in the
United States had regarded as ordinary business. Arnold was
charging that some of the transactions of ordinary business had
crippled productive power in the United States, regardless of the
motives that prompted the individual deals.

If Arnold was right, there was something of serious general con-
cern in the private arrangements made in the twenties and thirties
among American, British, and German industrialists. Yet Arnold’s
boss, Attorney General Francis Biddle, did not appear to be im-
pressed by the noise Arnold was making. By 1941 it seemed even
that Biddle had become resentful of Arnold’s constant baying. A
newspaper column by Thomas L. Stokes hinted that Arnold and
Biddie had clashed over the investigation of international agree-
ments between Sterling Products, Inc., a drug firm, and Germany's
I.G. Farben. Stokes said that Thomas G. Corcoran, late of the
Roosevelt brain trust, acting as attorney for the Sterling company
headed by Corcoran’s brother, had prevailed upon the Attorney
General to quash an antitrust prosecution and to accept a “consent
decree” instead. This legal move took government investigators
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out of the files of the Sterling firm and closed the curtain on the
details of what had been going on between Sterling and Farben,
in return for the Sterling company’s promise to clean house and
behave in the future.

The newspaper storics of the Sterling case were fragmentary.
They stated only that a business arrangement between the two com-
panies had allowed the German firm to keep a tight grip on its
overseas markets in Latin America during the war in spite of a
tight British naval blockade. By arrangement between Germany’s
Farben trust and the Sterling firm, drugs manufactured in the
United States had been shipped in bulk to Farben agencies in Latin
America. These German agencies labeled the diugs “made in
Germany” and kepst right on supplying their customers while they
laughed at the British blockade.

Early in 1942, Washington announced the creation of a new
agency to deal with the economic side of the war. The Board of
Economic Warfare, consisting of several members of the cabinet
under the chairmanship of the Vice President, was to have jurisdic-
tion over this agency, which would have a variety of dutics con-
nected with “economic warfare” The idea of economic warfare
scemed simple enough. Germany and Japan were enemy nations.
To produce war materials and to keep their people alive they had
to get some kinds of goods from territory outside the areas sheir
armies controlled. To keep them from getting these items, the
nations on our side could resort in the first instance to naval block-
ade. Beyond blockades there were the possibilities of buying up
scarce commodities to keep them out of enemy hands, or of
persuading noabelligerents not to sell to the enemy. These ac-
tivities would, of course, connect up with the Air Force’s “strategic
bombing” of important production facilities in enemy territory —
the attempt to undermine enemy war productica by knecking out
key factories.

One night in February 1942 I had a phone call from Edward H.
Levi, one of the members of Thurman Arnold’s staff. He asked
me to leave my post at St. John’s College and take a position as
special assistant to the Attorney General. T was to help organize a
unit in the Depariment of Justice to work with the newly created
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Board of Economic Warfare. Soon after the Board was set up, Milo
Perkins, its executive director, had written to the Attorney General
asking for reports on the international business ties between Ameri-
can firms and firms in enemy territory, wherever these ties could
be expected to work to the advantage of the ememy. Also Mr.
Perkins had asked for any information that would give details of
industrial plants and industrial production in Germany and Japan.
Such information would be useful to the Air Force as well as the
Board of Economic Warfare.

A short time later, in conversations with Johnston Avery, ad-
ministrative assistant to Thurman Arnold, I found out more of
the details and agreed to join the team. I worked with members of
the Antitrust Division in setting up in the Department of Justice
the Economic Warfare Section, of which [ finally became chief. We
set up field offices in principal cities, the largest part of the staff
being maintained at New York, where Robert Woblforth headed
some twenty or thirty lawyers and investigators. Our object was to
test the possibilities of viewing the enemy through the chinks and
loopholes of international business arrangements.

Once we knew which American companies had agreements with
which Japanese or German companies we knew where to find
engineers and technicians who had visited, and in some cases even
had drawn the blueprints for, plants making synthetdc rubber,
synthetic gasoline, tetraethyl lead, precision ball bearings, and the
like.

This kind of reporting became known as “bombing™ work and
we found ourselves quickly dubbed the “bottleneck boys.” Air In-
telligence wanted to find out as much as possible about the industry
in all areas where the Air Forces might be operating. They wanted
to know the relative importance of different plants, partly to help
plan the targets for bombing missions, and partly to help in Agur-
ing out what they had hit after the raid was over. We had neither
the staff nor the facilities to make sweeping economic studies of
German industries. But we could find out, from men who ought to
know, which plants producing what materials were likely to be
the “bottlenecks” in German production.

We had no way of knowing where all the coal mines or steel
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plants in Germany were; but we did find out that, by agreement
among the biggest producers of precision antifriction bearings,
practically all such bearings of any importance in Germany were
made in only three faciories grouped around the railway yards in
Schweinfurt. We could not locate all the gasoline refineries; but
we did find out that there were only three plants equipped to make
the tetraethyl Jead which is necessary for high-octane aviation
gasoline, and we found a man who could draw pictures of all three.
We did not know where to locate all of the mills producing brass
for cartridge cases; but one of our men did find out that there
were only two ways of making the special high-grade zinc that
goes into this type of brass, both ways being the subject of patents,
and he found blueprints and diagrams of all plants in Germany
capable of making this zinc by consulting the files of itwo American
companies. While other agencies hired economists and technicians
to lay out large studies of the German industrial economy, our
men interviewed men from Du Pont, Standard Oil, International
Telephone and Telegraph, Anaconda Copper, General Motors,
General Electric, and investment bankers and other businessmen
who had been to Germany on what turned out to be “bottleneck”
deals.

As we worked on the search for bottlenecks in German produc-
tion, we began to fiind a close relation between international business
agreements for the restriction of production and the kinds of
products which were especially critical in wartime. The trouble was
that these international arrangements which pointed up the im-
portance of certain commodities in the German economy had also
resulted in restriction of production in the United States.

Arnold’s men found that one company, Rohm & Haas of Phila-
delphia, was not able itself to produce enough transparent plastic
sheets for bomber noses. But because Rohm & Haas of Philadelphia
had Du Pont under a special agreement, as part of a more complex
and wider four-way arrangement involving Du Pont and two
German firms, 1.G. Farbenindustrie and Rohm & Haas of Darm-
stadt, Du Pont was permitted to turn out only a limited quantity of
the plastic sheets, While government expediters were tearing their
hair over slow deliveries, Du Pont was writing to Rohm & Haas of
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Philadelphia that they would have to tell the government about the
agreement unless Rohm & Haas would lift the restriction.

We discovered even more spectacular complications, such as those
in the three-way arrangement among the aircraft-equipment firns,
Bendix of the United States, Siemens of Germany, and Zenith in
England. Under one of these arrangements the American firm in
1941 had stood by an agreement with the Siemens firm of Germany
and forbade British Zenith to grant patent licenses so that the
British Air Ministry could expand production of aircraft carbure-
tors. Almost a year after Dunkerque, Zenith wrote to Bendix
that:

The Ministry suggested they would prefer to mannfacture the
carburetors themselves and asked us to waive all our rights in this
matter.

We have told them plainly that we are not prepared under any
circumstances to agree to this or to alter one itemn of our contract
with you. . . .

You know that we have got to win the war if we are going to
survive and it is because we know we shall win and survive that
we are anxious that post-war business should not be complicated
by departing from the conditions of the contract in the meantime
and under the excuse of war conditions. . . .

As the war went on Senate committees probing production
bottlenecks in the United States helped to compile and make
public the records of a staggering number of similar arrangements,
differing in detail but all having the same cffect. They were widely
denounced bus principally on the ground that they represented
“business as usual” during wartime. Editorials solemnly pronounced
that all such arrangements should be “out for the duration.”

These business arrangements operated at focal points where it
was possible to turn on and off the main valves in economic pipe-
lines. It was not long before we found that the arrangement of
valves and pipelines was a two-way affair. Qur elation at the dis-
covery that practically ali of Germany’s fine optical glass came from
one factory, the Schott Works at Jena, was counteracted by the dis-
covery that under the same working arrangement only ore such
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factery of any importance existed in the United States. The pin
point for bombing in Germany could be the blueprint for sabotage
in the United States.

As if to add peint to such thoughts about sabotage, during the
summer of 1942 the Justice building in Washington played host
to the trial of cight Nazi szboteurs who had been landed by sub-
marine to blow up some of the key factories in the United States.
Morning and evening the black vans of the United States Marshal
trundied the prisoners under our windows and all day long the
drawn blinds on a row of windows two stories up and across the
courtyard were a reminder that sabotage in the literal sense of the
term was not just a theoretical possibility.

But sabotage in its literal sense was not the point. As our piece-
meal reports stacked up a picture began to emerge of an enemy that
did not need the services of trained, professional spies and sadotewrs.
By agreement between German and American producers of mag-
nesium — needed for aircraft — production in the United States
before the war was limited to no more than 5000 tons per year. In
contrast, Germany in 1939 alone used 13,500 tons and during the
next five years consumed magnesium at the rate of 33,600 tons per
year, Here was a case where American “business-is-business” men
had, knowingly or unknowingly, helped a2 Germar firm to close
some valves over here, with far more eflect than the eight sabotenrs
could ever have achicved even if they had been allowed to do their
utmost. Plants which have never been built are more dead than
plants which have been bombed. A bombed plant may still live in
its blueprints and in the trained labor force that had been operating
it. As the evidence piled up to show German success in negotiating
restrictive arrangements, the contrast between the limited possi-
bilities of cloak-and-dagger sabotage and the greater possibilities of
safcly negotiated business arrangements became more and more
heavily underlined with each passing of the Black Marias under
our windows.

Unfortunately, Francis Biddle and Thurman Arnold were still
like stiff-legged fighting roosters with each other. Some of Biddle’s
public remarks, including humorous references to the “bombing™
work of Arnold and his boys, seemed to confirm our impression
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that the Attorney General considered what we were doing to be the
product of a somewhat amusing mental aberration.

Finally, combined pressure from the War and Navy Departments
and the War Production Board prevailed in suspending the en-
forcement of the antitrust laws for the duration of the war in all
cases affecting industries considered important to the war effort. All
that was necessary to stop an investigation or the prosecution of a
case was a certification from Robert P. Patterson, Undersecretary of
War, James V. Forrestal, Undersecretary of the Navy, and John
Lord O'Brian, General Counsel of the War Production Board,
that any attempt to press the case would interfere with the war
effort. This signaled the end of Thurman Arnold's great trust-
busting drive. A short time later Arnold allowed himself to be
kicked upstairs. He accepted an appointment as judge of the Court
of Appeals for the District of Columbia.

With Arnold’s departure the Attorpcy General showed signs of
more serious interest in the evidence of how the German program
of economic warfare had been carried out, Biddle called for more
and more thumbnail sketches of what we were discovering. By the
spring of 1044 the time came to add up the score. In three years,
with a staff of less than sixty people, we had prepared thirty-six
hundred of these snapshots of German economic power in action;
but the Attorney General wanted to know the conclusions of all
these findings. We began to summarize our picture of an enemy
that could survive a military defeat because it did not need or use
military weapons.

This enemy did survive military defeat after World War 1. We
had in front of us the story of whart lay behind the Ruhr occupation
of 1623, the runaway German inflation, the Dawes and Young plans,
the Diilon, Read and the Schroder bond issues, the growth of the
Ruhr as the “industrial heart of Europe,” Germany's strange ob-
session with heavy industry at the expense of consumer goods-—
“guns, not butter.”

As we summarized these findings, the Attorney General took
more and more interest, became fascinated, began to speak in favor
of doing something to prevent it all from happening again. He
talked to President Roosevelt. In the fall of 1944 the President
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wanted some of these findings publicized, to pave the way for seri-
ous postwar policies to deal with the problem. He wrote his famous
letter of September 6, 1944, to Secretary of State Hull: “. . . The
history of the use of the LG. Farben trust by the Nazis reads like
a detective story, Defeat of the Nazi armies will have to be fol-
lowed by the eradication of these weapons of economic warfare.”

We had started out to get a picture of our military enemy and
had found a much bigger enemy, of a quite different sort from
the popular picture of hobnailed Nazis with guns and tanks.

Late in the summer of 1944 Francis Biddle, the man who three
years before had found nothing very important in the Sterling
Products case, and who two years before had becn amused by
Thurman Arnold’s “bombardment” of Germany, told a Senate com-
mittee what he thought must be done during the occupation of
Germany.

. . . As we approach the occupation of Germany, we will have
to decide what is to be done with the great German monopolistic
firms. These are the firms that made the contracts in which {we]
are interested. The period between the wars was only an armistice
during which the firms of Germany conducted war against us.
The British representative on the Inter-Allied Commission Super-
vising German Disarmament stated in a lecture in rg23:

“We, in this country, flatter ourselves that the war ended on
January 10, 1920; a forure generation may yet describe the period
in which we are living as an armistice during which the war was
continued by other methods than rifle and howitzer, only to be
resumed in all its carnal horror after the lapse of a few ambigucus
years.”

These firms in reality operated as departments of the German
Government. They evaded and violated the peace treaties in order
to build up Germany’s military strength. It was the theory of the
German Government that operating under the guise of ordinary
commercial arrangements, these firms could be used to weaken
Europe and America so that when the military war was resumed,
we would lose. Through the techniques of industrial penetration,
they hoped to be able to cripple American production, to gain from
us technical know-how, to conduct espionage upon us, and to
establish centers of propaganda throughout the warld.
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The shadow of the Sterling case moved across Mr. Biddle’s
account. Sterling had taken over the American Bayer Company
after World War T and it was what Sterling and LG, Farben had
agreed to do with the business of American Bayer that had been
the nub of the Sterling Products case in 1941. Mr. Biddle in 1944
told the Senate committee:

1.G. Farbenindustrie is the principal combine which has been
used by the German Government to attempt to restrict American
producticn. It is the successor to the German dye trust which at-
tempted prior to the last war to keep an independent American
industry from develeoping. The president of the American Bayer
Co., which was owned by the German dye trust, was told by his
German superiors that his accomplishments in helding down
American production before the last war could be compared to the
work of an army leader who had succeeded “in destroying 3 rail-
road trains of 40 cars containing 4% million pounds of explosives.”

After amplifying these conclusions with further facts he pounded
home his point:

I hope, as the years go by, we will not forget . . . not because I
wish to have individual American companies condemned, burt be-
cause these things should not be permitted to happen again. It is
the system under which Germany was able to make these cartel
agreements that must be broken up.

At the present time it is probably inaccurate to speak of scparate
combines or cartels in the German economy. They are all linked
together — the munition makers, the potash industry, the machine
trust, the oil industry, the electrical manufacturers, the steel trust,
and the chemical companies. They exist as part of the Nazi govern-
ment. We may expect, however, that when the government falls
they will appear again as separate combincs. The companies which
were used as instruments to violate the peace treaties, to dominate
industry in Europe, to support the Nazi war machine, and to re-
strict production here will then appear in the guise of ordinury
commercial firms,

The Attorney General put his finger on the gist of what we
had learned when he underscored the fact that “The pattern of the
activity of these firms was established before the Nazis came to
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power and during the early days of the German Republic. The
German Government and the Gertan people as a whole have never
accepted the doctrines of economic liberalism which run through
American history. The monopolistic firms of Germany have sur-
vived in that country through two wars and constitute a definite
menace to the future peace of the world. As long as they survive in
their present form it will be exceedingly difficult to develop in-
dependent industry in Europe outside of Germany.”

He called for action. “I propose that we break the power of the
German monopolistic firms. The purpose of such a program would
not be to destroy German economic life in its entirety, but to put its
industries into a form where they will no longer constitute a menace
to the civilized world. 1 do not underestimate the difficulties in-
volved in such a program. . . . Such a program cannot be worked
out in any definite form on paper and at this distance from the field
of operations. It will have to wait the period of supervision over
these companies that should come during the occupation period. But
this is a procedure which we did not follow after the last war. It
will not be followed in this war unless we make up our minds to
do it now and prepare for it . . . [We must] have same picture of
what this complicated industrial interconncction is when, after
Germany has been conquered, we sit down and say: “What will we
do to break up this industrial domination?’”

CHAPTER 2

The Termites

THE Battle of the Bulge was just over. The German juggernaut
was grinding to a stop for the third time since 1870. There was still
the possibility that the Nazis would pull out all the horrors of poison
gas and bacteriological warfare for a Wagnerian finale. Looking
ahead to the end of the shooting war, nearly everyone wanted to
know what could be done to keep Germans from starting the same
kind of thing all over again.

‘T'he United States was in a mood to propose new ideas. This was
true especially on the economic side of international relations, where
so many troubles begin. We were tired of trade barriers, restrictions,
nations playing their cards close to the chest. We were becoming a
little ashamed of having farm “surpluses” and industrial “over-
production” in one part of the world while people starved and did
without things in other parts. The tremendous wartime produc-
tion in our own country, ouistripping all estimates, had itself been
an eye opener, Why not have full production and full employment
in peacetime, too? We were beginning to have some feeling for the
idea that economic restrictions, depression, and war are not un-
related.

Francis Biddle's demand for curbs on the big German financial
and industrial combines was not ignored. The Financial Branch of
SHAEF, General Eisenhower’s headquarters in Europe, asked for
help in planning the necessary steps. They were preparing to in-
vestigate the concentration of economic power in Germany. They
wanted to discover how the German leaders were smuggling great
fortunes abroad to provide a future base of operations after the
coming mpilitary defeat.











































































































































































































